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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND.BUDGET· 


Washlrtgton, D.C. 20503-0001 


Wednesday, August 13. 1997 

LEGISLATIVE REFERRAL MEMORANDUM 

TO: egi lative Liaison Officer - See Distribution below 

FROM: m~~Ei~r) Assistant Director for Leglslati\le Reference 
OMS CONTACT: ~ .on~J'E.Jones 

PHONE: (202)395·3386 FAX: {202139S-3109 

. , 
SUBJECT: TREASURY Report on ReducIng EITC Noncompliance 11 

7r:>M ({)L/t..l."..,j 
. DEADLINE; ..NOON _Thursday, August,14, 1997 <'::::#11--------..................:...;....;....,........ lj ~ 
~==~;:~~~==~.==~~====~~====~~~~==~~=-~.. ~, 
In accordance with OMS Circular A-19.0MB requests the views of your agency on the above. 
subject before advising on its relationship to the program 01 the President. Please advise us If this 

'.' Item will affect direct spending .or receipts for purposes of the "Pay-As-You-Go" provisions 'of Title 
XIII of the Omnibus Budget Reconciliation Act 6f 1990. ' , 

COMMENTS; Treasury requested expedited clearance so this letter can be si9n~d by Sec. Rubin 

prldfto Friday morning (8/16). 


DISTRIBUTION LIST 


AGENCIES:' 

52·HHS • Sondra S. Wallace - (202)' 690-7760 

, 10-Social Security Administration· Judy Chesser. (202) 368-6030 

62·LABOR - Robert A. Shapiro· (20'2) 219-8201 , 

18-Council of Economic Advisers· Liaison Officer (see below) -. (2021 39/5·5084 


EOP: 

William P. Marshall . 

Barbara Chow 

Janet Murguia 

Bruce N. Reed 

Cynthia A. Alce 

Jeremy B. Rudd 

Joseph J. Minarik 

Randolph M. Lyon 

Steven D. Aitken 

Alice E. Shuffield 

Cherles Konigsberg 

Lisa M. Kountoupes 

James C .. Murr 

Joseph M. Wire 

Kathleen M. Turco 
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Jack A. Smaliigan 

Keith J. F'ontenot 

Jack A. Srriailigan 

Richard L Green 
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, Carole Kittl 

Wendy 8. Zenker 

Alexander t.Hunt 

Jasmeet je Seehr8 

Maya ,A. Bernstein 

Alelt8nd~r T, Hunt' 

Melinda D. Haskins 


,Mary C; Barth ' 
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Nell Lobron 
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.' 	 . . ' 
, ,, FROM: JONES, R. E..A0G-13~199713:37 TO:C.RICE 

lRM 10: REJ22.6 SUBJECT; T~EASURY Report on, Reducing ErT.c Noncompliance ,,' 

t,· 

I RESPONSE TO 
\ lEGISlATIVI; REFERRt\L 

MEMORANDUM ,', 

. , .. ,' \ .', , . . . ' - .. ,-', ", ',;
If yourreapons8 to this request for ,view. I, short (e.g .• concur/no corrnTient), we prefer that you ,espo'nd by, 
e"riiiilor by fexing UI thIs r.apOnie ahoet. Ifthe r••ponse Is short andyau prefer to call,phi8S8 c811the 
'branch·wideli~e ahown below (NOT the analyst'8 linel to I ••-ve a n186sage with I leglsliltlve assistant. 

.., .,.. 	 !. < 

You may alSo respond by:, 	 , . 
(1) ceiling the enaIYllt/attorney' s' ;dlrect line (\tau will bit cClnn'ected to voice inafllt ,the analyst doe's not' 

answer); or ' , 
(2) sending usa memo or letter .' ", ' '. 

Plea8e Include the LRM number .hown ibbve.·and the subject shown b,low.. 
. I 	 '. 

TO: 	 Ronald E. Jones Phone:. 395-3386. Fai:39S·3,1,09 
Office of Management end Budget 
Br8i'1ch'~Wlde Lllie (to reach leglslatlv8,Ass.lstontl: 395·3454 

FROM: 

__~~~~__~~~~~~~~(Agency) 

'; . (Telephone) 
~~~~~~~~--~i~~~~---

,. 

'-, 

The following Is the reporise of ou; agenc~ to your request for vi~ws on the &Dove-captioned subjf)'ct: ' 
! • • " "" 

, I 
, , .;" 

. I 

,,' , See proposededlta on P8ge~8',--' , ' , . ," """'-"-'-' 

I , j•. 

_''_"_ Other: -"---"'-'-'''-''-__~-''-''-___--''__...... :,' 

. , .' " 

, ,', ' , • i 
,_,_._' FAX,RETURN of _'_"_' . pages, ett8c,hed to thlsrepClnae sheet, 

;,' 
I' , ' 

'j 

1 
" ' 

" 
; " 
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Draft , , 
Aupst 13; 1'97 

Dear: 

.During tbe recent ncgotiation.& 011 tbe b~dge~, 1made a ~mmitmcnt that ,eai1:ied income ' 

tax ~t (Erre) AOilcOmpli.&ulcewouJd be redUced by $5 blllicui over tilt: ileAL (,h:r.;,w.h~. I'am 

c:oDfldeDt that the !ITCplOVisiom enacted in the "Taxpayer Relief Act of 1.991," in 

combination 'with iRS admini~tra,tive actions, wm achieve and surpass this W'~t. 


The 1m Act cOntains six lesislative provisioUs th.o.( will improve EITC com.l'ii.8.i1cc by 
red.u.cina the riak of Wliul.elltioual errO!li by Jaw-aabklU;sg raxpayers and their preparen, 
improvina .the IRS's ability to de'u:ct errors before El'l'C refundJ arc paid out, and by imposiDg • 
new,more effective penalties (In'BITe claimants and p:reparers. Under the Act: 

• 	 Th.t Trensury DepllrUllent will hnve access to an expanded Fed.eraJ Cue Registry of Child 

Suppon Orders, which wiU allow the IRS to better Identify 8rmnenm: 'RITe ctaiios by " 

parenu who dc?not Uve with their cbildre:Il. This provision is particularly imp'orUlnr 
 I 

because 39 pcrccD~ of EITe 'overclaillls .i.u 1994 were: caused by I.Upaycrs who claimed . 
'children who did not resi<1e *,ith them for the requisite amount of time during the year. I 

! 

• 	 T1,e Social Secl.1rhy AdrnlJl1Srrarion wJ1J be req\l1red loobtttiD the social $ccurit)'numoeh i 


of parents of minor children :when they apply for their own social SecurityDUlIlbcrs. The . 

IRS will also hll\le acc~s tu this i.c.formation, herter enablmg the agency to Identity : 

erroneoliS ell'C claim& by ta?tpayers who ate unrelated to the Children for v.'hom thty are 

cJajmjDi the credit.' . 


,. 	 Paid ptepurers will be required to fulfill ~rlaUl due ililigence requirements when 
preparing BITe c!aiIn.s for ta:ltjlayers. faihire to fulfill these due diligence requirements 
will be subject to a 5100 peDalty. 

• 	 Any person who fraudulen.tlY cla.im& tbe tUl'C will be i.o.eUgible to claim the EITt for a ' 

subsequcllt period of ten yean. Iu addition, any person who erroneously clalms the 

credit. aDd such error is due to the reckl~J or intentional d.isrcgard of rulel or regulations, 

will be denied eligibility for ,the EITe for two 8ubs~uent years. 


, 	 . 

• 	 A taxpayer ,whohubcen derlled thearre IS a rc.sult ofdeficlency procedures will be 
. inellslble r.n claim the credit in 5uhAe:quent year~ unle.~~ he nr Rhe pravide.9 nJrther 

evidenu of his or her eligibmty for the c·redit. ' 


'. 	 Unemployment bencfiu anc1 means-tested. pubU\; usistmce \lilll nololiger be fully 
exempted from leVy for 8lly purpose. Up to 15 percent of t.bcSc benefitS will be subjeCt to 
conrlnuow levy.' . . . I 
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These-measures will signiflC4ntty rt~uCe EITe nC)nc.ornp1i~nce) hut 1,he TRS muSt alSf.l hive: 
sllftlclel1t reaoW'ce8 tOeffeetivcly 'we tbe$e.Dtlv.: eapabilitic& Illd procedure" III April, we . . . 

'. 	 8iJ.Do~ that the IRS wal eauuW-k, out of it& applopri.:lLio.llS r..qu~IiL fur FY 1998, SSO full ,. 
time equivalent 5raff perlonR tr. i~vegti8ateque5tionable claims prior tDpayiDg OU{ th'e EJTt:. : 
While the S~DateapproprjatioDS ·bill.mat:tbe& the· heiidelit'srec:oi:ll:mendAtioD. 1&til CODC~~ 
tiat the· House bill is $45 mlllion below thiS level. whi(;'b may make it difficult to fUlly-fund
oUr previously WDunCcd EiTe'Compliance i.nitiatIVC during the 1998.ftling swan.. 

. . j , " 

.: 
. . III the Be.lanced Budget Act ~f 1997,. CODgICBS recog.oi.zed the impoit&Dce. of eniurinawt . i. 
the IRS has sufficient (esOLlfces to fuud EITe cOmpli.ance initiatives. A.b )'ou.knuw, c.b.c- : . 
'BalancedBudaet Act of 1997 contains aprovision, which adjusts the discretionary caps tOfan 

,. EITt cOmpliam:e ib.itiarive by $138 million lnFY 1~98. $143 million irl t:Y 1999, $144 . ,,,mWlon in FY 1000, S14,5 million- 10 FY ZOO1 , I.Dd $146 mllHon in PV 2002. Tb.e-!~. 
adju.stDJents willt)utJjet 5ub'tIJltia.Uy improve ~ITC comp.l.iJm.c~. '. . 

"_ " . l.. , _' . _,' ". . 
. The F.ITCpTOvi~ion~ in the raxpayer ReHef Act of 1997 and '.he R~19nw RllIizet. Act. of :.. 

1997. in coujullctioll with IRS adillilliitratNc actions. will reduce EITC J.loucollJ.jJlia:u1X by 
mote; lhau. $5 lJilliou\)vd ll.lI,~.lICAt dc~dc. W( 100.11. for.wend 1I') \:;uuliuui.ug I...• work. wiili we . 
Congress toeasure that theSe fIle savings arc rwizerl. . 

.. •• 1 

Sint;creJy. I 

, 	 ,'. 

. ,. 

Roben E. Rubln . 
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